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According to unidentified bankers cited by the Washington Post, Argentina is a long way from
reaching agreement with its creditors. Argentina is Latin America's third largest debtor nation, with
a total of at least $56.3 billion. President Raul Alfonsin's government has requested a new $1.2 billion
standby accord from the IMF, covering the period until a new president takes over at the end of
1989. Banking sources in Buenos Aires told the Post that talks with the IMF are at a standstill. In
turn, since commercial bank creditors usually will not act until the Fund has reached agreement
with a government in economic trouble, so too, are negotiations with the banks. The banks have yet
to disburse $500 million from last year's $2.2 billion loan package. A major sticking point is the 1989
budget bill, which has not yet been introduced for debate and voting in the Argentine congress. The
long delay budget bills are usually completed early in the year has reportedly left IMF economists
without accurate figures to work with. Consequently, the Fund and other creditors say that Buenos
Aires has no means of demonstrating that it can control public spending. Before the IMF will enter
into an accord, the government must somehow persuade Fund economists that it has effective
means to reduce domestic inflation, which is fueld by the budget deficit. Inflation is approaching
400% a year. Some bankers estimate that the deficit is currently between 9 and 10% of the country's
$75 billion GDP. Government officials argue that by year-end the deficit will total only 3.9% of
GDP. Bankers are reportedly skeptical, since in order to realize an annual deficit of this amount,
the deficit in the last half of 1988 could not exceed about 2% of GDP. Buenos Aires has stated that
it needs $2 billion from creditor banks in "fresh funds" under a new loan package for 1988 and
1989. Without the loans, the government claims it cannot meet interest payments of an estimated
$4.7 billion to $4.9 billion this year. The final amount of interest due this year will likely be greater,
given interest rate hikes in international markets. Argentina has reportedly been behind on interest
payments for six months. Government officials refuse to provide details on the extent of arrears.
Some bankers say that the arrears total between $800 million and $1 billion. Bankers are reportedly
irritated that Buenos Aires has not made greater efforts to catch up on its arrears, given its improved
trade surplus status. Official figures show that by the end of May, the cumulative surplus of $878
million had already surpassed the $500 million total for all of 1987. The government estimates an
annual surplus of about $2.5 billion. 1988 farm exports are expected to earn an extra $500 million to
$1 billion, result of the drought affecting North American agricultural production. (Basic data from
Washington Post, 08/28/88)
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